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The  Democratic  People  's  Republic  of  Kcrea  has  been  proceeding 
aong  a  path  of  democratic  and  socialist  development  for  a  period  of 
over  15  years.  In  the  past  Korea  was  a  baclOT^d,  oolonial  and  a 
semifeudal  agrarian  country.  Its  econoray,  which  began  to  develop 
and  to  strengthen  as  a  result  of  democratic  and  socialist  trans¬ 
formations  during  the  first  years  after  the  liberation  of  the 
country,  was  extensively  dainaged  durnig  the  Patriotic  jfer  of 
Liberation  against  American  inperialism.  _  .  ,  ^  v 

During  the  postwar  period  the  Korean  people^  guiaecL  oy 
the  Korean  Labor  Party,  surmoimted  numerous  dif .iculties  and 
trials  and  attained  tremendous  successs  in  the  soci^ist  revo¬ 
lution  and  in  the  building  of  socialism.  In  1958  the  socia^st 
transfer  nation  of  production  relationships  was  completed  and 
the  exploitation  of  man  by  man  was  finally  eliminated.  During 
the  same  year  the  "most  difficult  question  in  the  buildir\g  of 
socialism  —  a  voluntary  transfer  of  the  peasantry'-  xrom  a  path 
a  netty,  private  property  econony  to  a  path  of  large  cooperative, 
sooiallk  econOBjr."  /See  Note?  The  First  Five  Tear  Plan  W57 

to  1961  was  fulfilled  by  the  end  of  r  59  by  3R5/i>,  ^  Kne  overalx 
volume  of  industrial  production,  ^ee  Note  i/  ^  ^ 

Motey  "Announcement  of  the  Conference  of  thn  Representatives 
of  Communist"and  Workers'  Parties",  Prayda,  6  December  I960. 

/Note  27  This  report  utilizes  materials  furnished  by  tne 
Institute  of  Economics  and  Law  of  the  Acad.emy  of  Sciences  KNjju 
(Koreyskaya  Narodno-Demokraticheske-ya  Respublika  —  Democratic 
People’s  Republic  of  Korea)  and  by  the  practicing  organs  of  the 
Republic  gathered  during  the  assignment  of  the  author  to  tne  Demo¬ 
cratic  People's  Republic  of  Korea  in  Hay  zmd  June  of  I960. 

The  Democratic  People's  Republic  of  Korea  became  transj-ormed 
into  a  socialist  industrial-agrarian  state  rrith  an  independent 
economic  basis,  as  a  result  of  this  heroic  labor  victory  attained 
by  the  Korean  people.  A  great  role  in  the  multilateral  progress 
of  the  peoole's  Korea  is  performed  by  its  fraternal  cooperation 
'.■ri-th  other  socialist  countries.  The  aid  extended  to  the  iu\DR  by 
the  Soviet  Union,  the  Chinese  People's  Republic  and  other  socialist 
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countries  was  most  conducive  to  the  restoration  of  the  countr^r's 
sSSsm!®"’  ^  progress"  tOT/ards 

=+  present  time  the  colonial,  one-sided  nature  of  the  Korean 

^  ^  has  receded  into  the  past  for  good,  its  material-technical 

Democratic  People's  Republic  of' Korea 
tarted_tne  builcing  of  such  modem  ihdustrial  structures  as  electric 
pwer  plants,  blast  furnaces,  banlcs  of  coking  furnaces  and  so  on:  it 
OTj  manufactures  automobiles,  tractors,  excavators  and  other  larf^e 
macnine  equipment,  '  ■ 

.  .Considerable  successes  ^rere  also  attained  in  the  development 

+£  1  problem  of  the  irri?+ation' of' arable  land  and 

r^^olved,.  .at  the  pr4eS  tii 

•  AfL°®+u"  the  meclTanizatTon-of  agriculture. 

Knrepr,  the  June  (l  58)  Plenum  of  the  Central  Committee  of  the 

SsHn^hffoS  discussed  the  problem  regarding  a  sharp 

+hp  Tnnai  ■  w  +  rnoustry  and  in  the  production  of  consuiaer  goods, 
nsrt'  P=!+  ^began  to  develop  at  a  tumultuous  tempo .  The 

creating  new  local  industrial  enterprises 

induIS-^^  ^  (before  the  Plenum  local 

industries  were  pramarily  provincial).  The  party's  call  was  welcomed 
^ath  enthusiasm  by  the  masses  of  the  people  ~  over  a  period  of  le'-s 
th^  a  year  after  the  Plenum  more-  than  1000  local  industrial  enter- 

bSo™  “xi  oxer  m  of  these  were  begiSSj  lo ^^^duce 

efore  they  were  congsleted.  The  rural  and  city  people's  coiaiiittLs 

gubSd?n  for  guiding  the  industrial  enterprises 

Sh  J  1558,  local  organs  were  dSegated 

n  industrial  producers'  cooperatives  as 

nf  ®^®  an  e:q5ansion  in  the  sphere  of  control 

vltlhld  ""STLIV  the  national  economy  ^Tas  accom- 

Si+Hrf.  ^  orgMs  were  ^  assigned  irith  :  Trade  in  the  peripheral 
(-°™®^ly>  this  was  difectl3r  under  the  i  inis  try  O'"  Trade), 
the  co^erative  trade  i^ich  is  conducted  by  the  CentralXion  of  Con¬ 
sumer  Cooperatives,  the  state  purchasing,  city  building  an^th^ 

majority  of  state  fams, 

nr  machinery  stat^’cns,  the  building  of  roads  afad  other  .  ' 

pro.,ects  of  a  local  nature.  A  considerable  portion  o'f  -fche  pure  income 

I  J  tax,  tL'^SofS 

irto  thp  In  cooperative  industry)  was  apnropriated 

Sf  to  strengthen  the  material  basis  of 

Tnn’,i,b+  ^  P®ar  after  the  Plenvua  took  place  the  country  had  2,038 
irteSr'Ss  Thffr"  juriscdction,  incluaing  cooperative 

incr^se'rto  3^?6n  ?+  S’*"®  ““"^actured  by  local  industry 

i  78n'^f+t,^  Oi  Aujjust  1959  as  compared  mth 

of^groS  SoSc^fL®n?  ‘^^“®  1958.  ^ee  Wot^  m  1959  the  share 
gross  production  of  consumer  goods  dj-  the  local  industiy  amounted 
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to  39^.  Iri  August  of  190  the  provincial' peoples  ccmmit tee  re¬ 
ceived  tlK  ri^t  to  construct  machine  building  enterprises  of ' 
average  size  with  their  Own  effortSj-  as  well  as  to  ccaistruct. 
metallurgical  plants  with  ah  annual  eapaoity  of  l6  to  20  thousand 
tonsj  in  addition  tP  cemeht  factories  with  a  capacity  of  30  to 
50  thousand  tons  per  year.  All  this  points  to  the  fact  that  local 
industry  became  a  significant  factor  in  the  country’s  econcniyi 
The  local  peoples  ccsranittees  in  the  provinces,  cities  and  rm-al 
areas  encountered  difficulties  in  simultaneously  directing  in-  . 
dustry,  agriculture,  the  cultural  development  as  well  as  the  de¬ 
velopment  of  public  health.  These  conditions  demanded  reorgani¬ 
zation  of  the  management  of  national  economy. 

Tifote/  See  "The  All-Korea  Conference  of  Activists  in  ' 
Local  Industries  and  Producers  Cooperatives.  A  Collection  of 
Documents",  Bublishing  House  of  l*’orciCii  T.; ..n; !o.tc:'T.turc 
lyongj'ang,  KNEE,  190,  page  21. 

The  growth  of  local  industry,  however,  was  not  the  only 
reason  for  the  reorganization  in  the  management  of  the  national 
econony.  A  system  that  existed  in  the  center  of  industrial  min¬ 
istries  under  the  new  conditions  of  an  unprecedented  growth  of 
modem  industry  could  not  assure  an  effective  management  of  the 
enterprises  and  a  cooperativization  of  their  activities.  As  a 
result  of  the  subordination  of  enterprises  producing  identical 
items  under  various  ministries,  irrational  transportation  sched- 
viles  were  in  effect,  a  number  of  demands  and.  norms  of  cooperativ¬ 
ization  were  violated  in  connection  with  an  aspiration  to  fulfill 
the  plan  not  only  in  a  financial  but  in  a  quantitative  respect. 
Other  irrational  aspects  were  present  that  were  associated  with 
the  existence  of  a  system  of  ministries  that  directed  the  industry. 

The  reorganization  of  the  system  of  management  in  the 
national  econoity  of  the  KNDR,  wrhich  began  after  the  December  (1959) 
Plenum  of  the  Central  Committee  of  the  Korean  Labor  Party,  con¬ 
sisted  of  a  transfer  of  the  management  of  local  industry  from 
the  local  people’s  committees  and  its  unification  in  the  hands  of 
economic  ccramittees  of  the  provinces  and  cities  under  central 
jurisdiction  (Pyongyang  and  Kaesong).  These  committees  were 
delegated  with  the  function  of  controlling  the  enterprises  under 
central  jurisdiction.  At  the  center,  the  industrial  ministries 
were  liquidated  and  committees  of  heavy  industry  and  light  in¬ 
dustry,  which  controlled  all  branches  of  the  industry,  were 
created. 

Economic  committees  of  the  provinces  and  cities  ■under 
central  jurisdiction,  are  local  organs  of  the  Cabinet  of  Minis¬ 
ters  of  the  KNDR,  but  they  are  not  isolated  from  the  local  organs 
of  power,  as  the  annual  econcmic  plans  of  local  industry  are 
sanctioned  by  the  people’s  assemblies  of  the  provinces  and  cities 
under  central  jurisdiction.  In  addition  to  that,  the  Cabinet  of 
Minis-ters  of  the  KNDR  in  its  decree  "on  the  creation  of  economic 
committees"  of  26  April  1960  obligated  the  economic  commit-tees  to 
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fvllfill  •’  important  work  i^omui’gated  within  the  limits  ‘  pf  the  , 
area,  in  close  assopiation  tidth  local  organs,  of  power"  .  On  the 
other  hand  the  econimid  c<imnittees,,  in,  realizing  control  over 
heavy  indUstrjr  and  ^iVohterprise's^^^^  iuriSdictipn, 

are  to  assure,  as  liisibated  %  the  decree,  the  exiwt  realization 
of  the  party  polt^  &  area?  they  undertake  nfeasnres  in  ' 
impleraentii^  a^V6hc|d, methods  of  work  as  well  ,aS  measures  for  the 
timely  revelation  aiid  . correction ’of  (teficiehcies".''  . 

The  economic  ppmmittee.s  heing  organs  under  the  Cabinet  Of' 
Ministers  KHDR,  are  at  the  same  time  under  the  administrative  . 
and  technical  direction  of  the  committee  of  heavy  inchis try ji  the 
committee  of  light  indyistiy,  the  state  coraMttee  for  construction, 
as  well  as  the  Ministry-  of  foreign  Trade,  inasmuch  as  the-ecOh^ 
omic  committees  were  placed  in  char^  of  the  foreign  trade  de- 
parianents  of  provincial  people’s  committees  which  are  basically 
engaged  in  mobilizing  export  resources; ; 

'With  the  creation  of  econcanic  committees  locally  and  the 
corresponding,  ccfiiraittees  at  the  center,  a  collective  principle 
became  ingrained  in  the  management  of  industry. 

The  liquidation  of  ministid.es  and  an  establishment  of  com¬ 
mittees  of  heavy  industry  and  light  industry  brought  the  central' 
management  closer  to  the  enterprises  and  permitted  the  maximum  ■ 
liquidation  of.  unnecessary  managerial  links,  thereby  assuring  ' 
coordination  in  the  solution  of  economic  problems.  Of  great-: 
significance  is  the  creation  of  a  unified  and  main  admdniStratipn 
of  material  which  was  delegated  with  executive  functions  by  the 
Department  of  Material  Supplies  with  the  State  Planning  Commis- 
sicn.,  ,  ‘  ' 

As  a  result  of  the  liquidation  of  ministries,  the  opera¬ 
tional  departments  were  curtailed,  departments  which  were  engaged 
in  identical  work  or  which  were  closely  associated  were  liquidated 
or  unified.  The  reorganization  of  raanageiient  of  national  economy 
brought  about  a  shift  in  the  cadres  and  a  decrease  in  the  dimen¬ 
sions  of  the  apparatus.  After  the  liquidation  of  ministries  the 
former  ministers  became  either  deputy  canmittee  chairmen  or 
chairmen  of  the  structural  porticns  of  the  committees  or  headed 
the  economic  ccanmittees  locallyj  most  of  the  deputy  ministers 
also  moved  to  the  peripheral  areas.  -All  this  , assured  a  consider¬ 
able  strengthening  of  the  local  economic  cadres.  At  the  s?mie  time 
the  administrative  apparatus  decreased,  incluc^g  the  enteiprise 
administrative  apparatus;  the  positions  of  deputy  directors  and 
deputy  department  foreman  weire  eliminated  at  most  of  the  enter¬ 
prises.  The  curtailment  was  accompanied  by  the  perfection  pf 
style  and  methods  of  work  and  by  significant  simplifipation  of 
statistical  and  accounting  work.  The  expansion  in;  the'  rights 
of  industrial  and  construction  enterprises  mst  also  be  men- 
tionedj  they  were  extended  the  ri^t  to  control  the  unused  com¬ 
modities  stored  at  warehouses  at  their  own  discretion,  as  well 
as  the  right  to  amend  drafts,  after  coordination  with  whoever 


drew  Tjp  such  drafts.  . 

In  discussing  reorganization  and  the  administration  of 
national  eccncstQr  in  a  broad  sense,  it  is  necessary  to  dwell  on 
the  concrete  reorganization  of  agricultural  producers'  coopera¬ 
tives.  During  the  autumn  of  1958  the  existing  cooperatives  Were 
enlarge d  i-rithin  the  agrictithrai  administratiye  regions,  .called 
"rhi"...  As  a  result  of  that,  a  large  cPoperative  was .  organized 
in  every  "rhi".  At  the  sam^  time,  alpng  with'  the  expansion  of 
agricultural  cooperatives,  the  conStiraer  cooperative  stores  and 
the  credit  cooperatives  were  transferred  under  their  direct 
jurisdiction.  After  the  expansion,  the  duties  of  chairman  of 
the  people's  committee  of  the  "rhi"  and  those  of  the  chairman  of 
the  cooperative,  administration  were  unified,  /^ee  ^ote/ 

/Rb-^  It  must  be  noted  that  in  those  regions  where  ttie 
state  farms  territorially  correspond  xAth  the  "rhi",  the  position 
of  the  chaiman  of  the  people's  committee  of  the  "rhi"  is  occupied 
by  the  directors  of  the  state  farms. 

In  describing  the  significance  of  these  measures  Eim  H- 
seng,  in  his  report  at  the  congress  of  agricultural  cooperatives 
of  the  KKDR  of  5  January  1955>  stated  as  follows:  "The  expansion 
of  the  agricultural  cooperatives  allows  us  to  plan  the  fields, 
to  implement  modem  agricultural  machinery  and  advanced  technology 
on  a  broader  scale,  to  develop  the  many  branches  of  agriculture 
by  means  of  a  much  more  rational  utilization  of  the  natural- 
economic  conditions,  to  conduct  a  very  extensive  agricultural 
construction  at  a  faster  rate  and  more  smoothly,  without  per¬ 
mitting  extra  expenditure  of  labor  or  materials.  As  a  result  of 
the  unification  of  the  duties  of  the  chairman  of  the  people's 
committee  with  those  of  the  chairman  of  the  cooperative  adminis- 
tratiaa,  the  local  organs  of  power  came  closer  to  production  and 
its  role  in  the  econotiic  and  cultural  construction  in  the  village 
became  even  greater."  /See  Not^ 

/Not^  Movaya  Koreya  (Rew  Korea),  1959,  No.  99,  Supple¬ 
ment  No.  1,  p.  lli. 

This  reorganization  in  the  agricultural  cooperatives 
brought  about  a  corresponding  change  in  the  functions  of  the 
rural  people's  canraittees,  which  came  closer  to  the  organization 
of  the  agricultural  production,  inasmuch  as  an  entire  link  through 
which  the  rural  people's  committees  directed  agricultural  pro¬ 
ducers'  cooperatives  was  now  eliminated.  The  rural  people's 
committees  at  the  present  time  are  units  which  directly  rssol.ve 
the  specific  problems  of  economic  and  cultural  life  of  the  cor¬ 
responding  units,  i.e*  they  carpy  out  an  organizational -executive 
function.  /See  Note/ 

^ote7  In  Korean  literature  this  term  is  contrasted  with 
.  the  function  of  leadership  of  the  lower  level  administrative 
organs  (on  behalf,  for  instance,  of  the  provincial  people's  com¬ 
mittees  with  regard  to  the  rural  and  city  people's  committees). 

As  a  conclusion  for  this  brief  review  of  the  reorganiza- 
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tion  of  the  administration  of  the  national  econoiiiy.  in  the  Demo¬ 
cratic  People’s  Republic  of  Korea,  it  is  neceSsaiy,  an 

interesting  experiment  which  is  being 'tmduQted  f<^^^ 
almost  two  years  in  the  Unghi  niral  inSaS  (ln;^:.;th?  .hdrth^Hamgy^ 
provinceV  and,i4i  Reiii^ng  (in  ths  scmth  tt^toghaS^^^#^  V^ie- 

gatedj  unified’  std‘1^  farms,  t^^ich: include,  both  industilal  and 
agricultural 'e^itePia'isd's,  wst^  created,  i^i^  J^ee  ^ 

Formerly  most '  of  the  land  in  thise;  affeUie  was^thb  'pro^  , 

not  of  the.  agricultural  producers'  cobperatives,  btit  of  the  > 
state.  The;  peasants  of  the  few  a^ioulttiral  prbduCers*  cobpera¬ 
tives  en  iRore  thart  one'  occasion  addressed  the  btate 'Organs  'With' 
a  request  tQ  transfer  'tiieir  land  to  the-  State  and  to  haue  them¬ 
selves  reciassified  as  state  Workers.  Chairman  of  the  ■  Cabinet  , 
of  Ministers  KMDR  Kim  ll-seng  examined  this  request  during  the  • 
establishment  of:  local  administraticxis  in  March  of  19^9. '  Dn  his 
initiative  state  farms,  encompassing  the  entire,  territory  of  the 
rural  areas,  were  established  iii  the  Unghi  and  Reweng-  ntfal'  areas. 
After  that  the  rtiral  area  people's  committees  were  dismissed  and 
unified  sta-te  farm  comiidttees  were  elected  during  sessicUis  of  thsr ' 
rural  people '  s  conferences,  which  combined  the  functions  of  state 
adminis'fcrati've  organs  and  economic  administrative  organs'.  "Hm 
state  farms  are  subordinated  to  the  corresponding  provincial 

people's  conmittees  and  to  the  I^istry  of  AgricriLture. 

In  order  to  be  able  to  better  comprehend  the  dimensions 
of  the  state  farms— rural  areas  and  their  Sconomio  organization 
and  axininistration— let  us  cite  various  data  cn  the  ■unified  state 
farm  in  the  Unghi  rural  area.  Bie  overall  area  covered  by  the_. 
state  farm  is  somewhat  greater  'than  60  thousand  hectare sj  culti¬ 
vated  land  occupies  only  hectares,  the  forests  cover  over 

2,000  hectares,  the  remaining  area  is  covered  by  flooded  meadowsi, 
grazing  land,  water  reservoirs  and  so  on,  Four  industrial  en-ber- 
prises  are  sit'ua'ted  on  the  state  farm,  including  a  ship  repair 
wharf,  which,  along  with  the  maintenance,  and  repair  of  sMps, 
b'uilds  new  vessels.  Fishing,  fish  breeding,  .horse  breeding, 
an-imai  h'usbandiy ,  and  poultry  farming  are  all  the  main  branches 
of  the  state  f ami.  The  unified  sta-te  farm  poraraittee,  elected  at  a 
session  of  the  Rural  Ccxiference  of  People's  Ifteprasentatives  in 
May  of  1959,  consists  of  17  persons.  Along  with  the  d^ectors  of 
the  s'ta'te  farm  and  directors  of  some  of  its  sectionsj  it  also 
incl-udes  the  representatives  of  social  organizations.  The 
pzincipal  ad-vantages  of  the  new  economic  organization  are  con¬ 
tained  in  the  possibilities  for  a  more  rational  or gahization  of 
labor  among  the  workers  of  the  state  farm  (in  particular  during 
the  various  agricultural  seasons  of  'the  year),  as  well  as  a 
bet'ter  dis-tribution  of  producti-ve  forces  in  accordance  'with  the 
local  conditions,  a  considerable  decrease  in  the  size  of  the  ad- 
ministrati-ve  apparatus  and  a  decrease  in  unproductive  expendi¬ 
tures  j  these  advantages  werepointed  out  by  the  directors  of  the 
Unghi  sta-te  farm.  j§ee  Not^ 
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Mote/  As  a  result  of  the  reorganization  in  the  economic 
administration  of  the  rural  area,  the  administrative  apparatus 

decreased  by  129  units* 

All  these  factors  promptly  reflected  on  the  organization 
of  production^  and  On  ah  improvement  of  the  material  well-being 
of  the  people*  Let  us  cite  several  indices*  The  gross  indus¬ 
trial  production  of  the  rural  area,  for  example,  increased  2*5 
times  in  terms  of  cost  during  I960  as  compared  to  1958;  over 
the  same  period  of  time  the  number  of  ducks  on  the  bird  farms  in¬ 
creased  by  over  17  times;  the  annual  income  per  able  bodied 
worker  of  the  state  farm  increased,  on  the  average,  from  I4.OO  to 
1,000  won  (won — is  a  Korean  monetary  unit)  * 

Therefore  the  experiment  in  the  creation  of  a  \mified, 
variegated  state  farm  in  the  Unghi  area  is  being  conducted  with 
success*  A  similar  situation  exists  at  the  Hhinen  rural  area. 

An  acquaintance  with  the  reorganization  in  the  adninistration  of 
the  national  econany  in  the  KNDR  testifies  to  the  new  contribu¬ 
tion  of  the  Korean  people,  directed  by  the  Marxist-Leninist  Labor 
Party,  to  the  common  treasure  house  of  experience  in  state  con¬ 
struction  of  the  socialist  countries. 
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